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EDITORIAL NOTE 


Subscription to the BULLETIN should be sent to Basil Blackwell, 
49 Broad Street, Oxford; the cost of each issue is 1s., and of a yearly 
subscription (three-weekly issues) 15s. 

The views and recommendations put forward in signed articles 
are those of the respective authors, and not necessarily those of the 
Institute of Statistics or of the Editor of the BULLETIN. 


CONCENTRATION—SUCCESS OR FAILURE? 


The Explanatory Memorandum on the Concentration of Pro- 
duction, issued by the Board of Trade in March of this year, was 
‘ welcomcd as one of the most imaginative steps in economic policy 
taken by the Government since the war began. It was recently 
announced that the programme of the concentration of industry, 
as it was first planned,! has been almost completed, with the important 
exception of the woollen industry. It would therefore be appropriate 
to summarize the achievements of the scheme, to criticize its defects 
and to suggest alterations which might be applied to industries 
already ‘ concentrated’ or likely to be ‘concentrated’ in the future. 
It must be said at the outset, however, that such an appraisal is 
rendered extremely difficult owing to the conflicting statement from 
official sources about concentration which seem to bear little rela- 
tion to one another, and also by the fragmentary nature of the 
statistical data which have been given from time to time. 

On October 13th, 1941, the Financial News reported that 144,000 
workers and 45 million square feet of factory space had heen 


! Our italics. 
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released by concentration. Of the workers released only 103,000 
had left their peace-time employment for war jobs. The total 
release of labour is of the order of 26 per cent. of the estimated 
employment in Junc 1941 in the industries coming under the con- 
centration schedule. But it is not known how far these industries 
had already contracted by March 1941, when concentration was 
introduced, nor what proportion present output is of the level of 
March 1941, so that it is quite impossible to pass any judgment on 
the bare figures, except to remark that in relation to the needs of: 
war industries they appear very small. 

The Financial News report goes on: ‘it ‘is officially emphasized, 
however, that this bare statement is by no means the whole story. 
The purpose of concentration was primarily the economical manu- 
facture of the, restricted volume of civil goods. The release of 
factory space and labour is stated to have been merely incidental.’ 
Turning back to the Explanatory Memorandum, we find that it 
begins by pointing out that contracting industries, if left to them- 
selves, would probably spread over the whole industry the reduced 
volume of crvilian output. ‘A spreadover of this kind results in an 
uneconomical use of certain types of labour. It does not free the 
factory and storage space which will, in many cases, be needed for 
Government use. The effect of a diminished turnover on costs 
may ... have serious repercussions... .’ Later on a whole 
paragraph is devoted to the rclease of labour: ‘The objectives are 
twofold: first to obtain labour required for war industries. . . .’ 

Clearly the release of labour and the economical manufacture of 
the reduced volume of output in ‘nucleus’ factories are two sides of 
the same coin ; the more economical the manufacture, the greater 
the release of labour. Thus, one may reasonably infer that the change 
of emphasis to “economical manufacture’ and the relegation of the 
release of labour and factory space to the level of ‘incidentals’ implies 
that the scheme in the latter respect, and therefore as a whole, has 
not come up to official expectations. Furthermore the official 
expectations seem not to have been set at too ambitious a height: so 
many firms are ‘nucleus’ firms, so many are shut down, so many 
workers are released, that is all. ; 

There still remain, however, certain highly important questions 
of economic organization which must be asked. Has the voluntary 
principle of concentration in fact shown the advantages claimed for 
it at the outset ? Has there been justice between closed and nucleus 
firms ? Has the structure of industries been modified, and in what 
ways? The answers to these and other questions can only be fully 
given by the Government officials concerned, but some light can be 
thrown on them by a consideration of the development of concen- 
tration in two industries, hosiery and cotton spinning. Some of the 
points raised have a general application and will cnable us to suggest 
in conclusion what further steps seem necessary to achieve both 
eflicicnt production and also fairness of treatment. 
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Concentration in hosiery has been almost entirely on the voluntary 
basis called for in the Explanatory Memorandum, that is to say 
groups of firms have agreed among themselves that one of them 
should be a nucleus firm and the others should be absorbed. The 
only part played by the Board of Trade was to indicate for each 
class of product the reduction in output which had to be rhade by 
all firms.: Thus each firm had a certain quota of production for each 
type of good and these quotas had to be added in what appears to 
have been a highly complicated way in order to get 100 per cent. 
production for the nucleus firm. Nevertheless the very numerous 
firms managed to sort themselves out and, by September, the 
concentration process was more or less complete. Unfortunately, 
just as the industry was beginning to work normally on the new basis, 
special quotas were introduced for the manufacture of ‘essential’ 
clothing and the quotas for other clothing were reduced, with the 
result that the delicate balance of production quotas in the nucleus 
factories was upset and many of them were no longer able to 
produce at 100 per cent. for 48 hours a week. This is a fundamental 
objection to the principle of voluntary arrangements among in- 
dividual firms, that any further contraction due to shortage of 
supplies completely upsets the previous equilibrium,! the voluntary 
system breaks down because it does not ensure ‘the greatest possible 
degree of flexibility’ claimed for it in the Explanatory Memorarldum. 

The voluntary basis was criticized from the beginning on the 
grounds that it would favour the big, financially powerful firms at 
the expense of the small units. In hosiery this was undoubtedly the 
case and the first month or two brought quite a number of outright 
purchases of smail businesses by the large firms. This process was 
stopped, however, by the small firms themselves who organized an 
Association of Small and Medium Manufacturers, which arranged 
nucleus schemes within the association.. These schemes, which were 
accepted by the Board of Trade after much negotiation, have been 
of three principal types: ; 

1. The nucleus firm manufactured for the absorbed firm at cost. 
The absorbed firms retained their own selling department. 

2. The absorbed firms carried their own machinery into the nucleus 
factory and shared the overheads with the nucleus firm. 

3. A nucleus firm purchased the yarn ‘quota’ from the absorbed 
firm. 

It will be noticed that in none of these types of concentration does 

the absorbed firm suffer a total loss of business. In the first two 

there is still a trading profit and in the third there is some return 

from the sale of the yarn ‘quota.’ In the particular case of hosiery, 

therefore, the small firms have saved themselves to some extent by 

their own initiative, but in other industries it appears that they have 


1 An expansion due to an increased Government demand for a particular 
product is equally difficult within the framework of the voluntary system. 
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borne the brunt of the inevitable contraction. It is also worth 
mentioning that the insistence of the Board of Trade on the concen- 
tration of like with like in respect of type of product tended to make 
the scheme less flexible. In one extreme instance there were only two 
firms producing a particular product and they were told that one 
must absorb the other; one was in Scotland, the other in the South 
of England ! Furthermore the voluntary system means that the 
type of factory space released is purely haphazard. 


Cotton SPINNING 

Although the principle of voluntary formation of nucleus mills 
has been accepted in the cotton spinning industry, in fact the deter- 
mination of nucleus mills was done by the Cotton Control. The 
reason was stated to be the acute shortage of cotton which made 
speed of concentration essential, and this throws a rather odd light 
on the choice of the voluntary system by the Government for the 
general scheme. The Explanatory Memorandum says: “The 
Government have chosen this last means (the voluntary method) 
for several reasons. First it promises speedy results.’ In April 1941, 
some spinning firms were informed: that they had been chosen as 
provisional nucleus mills and would continue to receive raw 
material licences, while others were told that they would receive no 
further licences at the end of the current or subsequent month. The 
Control seems to have chosen the nucleus mills according to their 
suitability for certain types of production and closed those mills 
in the areas where the demand for labour for war industry was 
greatest. Efficiency was not a major criterion, if it was ever con- 
‘sidered. 

As the concentration was compulsory, carried out by the Control, 
there has been fairness between small, medium and large firms. It is 
difficult to speak with certainty but there have been no complaints 
that the small firms have been especially badly treated. On the 
other hand the difference between the financial prospects of nucleus 
and closed cotton firms is much sharper than in industries, such as 
hosiery, where the absorbed firms still carry on some business in 
goods manufactured in ‘nucleus’ factories. In cotton spinning the 
closed mills are out of business entirely, unless they can persuade a 
nucleus mill to hand over a share of its profits, an extremely unlikely 
occurrence since the closed mill has nothing to offer. To meet this 
problem the Cotton Board instituted a scheme for what was orig- 
inally called compensation but is now called ‘care and mainten- 
ance.’ Nucleus mills pay a levy proportional to the number of 
spindles whether running or not, into a central fund, and closed 
mills receive a payment of £7,000 per year per 100,000 spindles to 
cover costs of maintaining the plant and premises in good condition 
and also of fire watching etc.! 

? The maintenance is paid for spindles already idle when concentration was 


aap provided the mill is ‘maintained’ according to the provisions of the 
scheme. * ° ot 


BULLETIN AND DIARY 363 


Purely from the point of view of maintenance the choice of the 
number of spindles as a basis for payment is open to criticism, for 
maintenance charges are not in any way proportional to the 
number of spindles in a particular factory. Spinners maintain that 
for a large mill with, say, over 100,000 spindles the maintenance 
allowance is too great, and, since no benefit accrues to the spinner 
if he economises on his allowance (if he does his payment for the 
next period is reduced), therefore wasteful. For small mills of, say, 
less than 50,000 spindles the allowance is insufficient. A more 
rational schedule of payments based on size of plant as well as num- 
ber of spindles could be quite simply devised. 

A much more weighty objection to the present ‘maintenance’ 
system is that there is injustice between the shareholders of nucleus 
and closed mills. The former will receive the usual or even an 
increased dividend, while the latter receive nothing. Moreover 
closed firms may in no circumstances use money received from the 
maintenance fund for any payment of debt or in fact for any 
purpose other than maintenance of the factory. Firms, for example, 
who have in the last year or so borrowed money on debenture 
agreements and are now closed, are placed in a very serious position. 
The debenture agreements are still valid, annual payments must be 
made, but there are no trading profits from which to make the 
payments. So far all attempts by the closed firms to obtain a satis- 
factory solution of this problem, or even to have it considered by the 
authorities, have failed. With a narrow interpretation of the issue 
no doubt the war effort does not suffer because of such financial 
injustices, but in the long run the trail of wrecked businesses, and 
the subsequent buying up of closed firms by the more fortunate 
nucleus firms may-have serious repercussions. The Government 
states that it can give no compensation out of public funds for loss of 
business or goodwill. Whether or not this is the correct policy, it is 
no reason for letting the inevitable sacrifices of the war to be borne 
haphazardly, especially when there is a simple solution to hand. 
The profits of the whole ‘concentrated’ industry could be pooled, 
so that all shareholders would receive a reduced dividend, whether 
they held shares in ‘nucleus’ or closed mills.‘ Such a pooling of 
profits would have to be carried out by the Cotton Board ; it is no 
use asking nucleus firms voluntarily and individually to give up a 
share of their profits to any closed mill which might apply. If profit 
pooling were accompanied by technical pooling, as has been sug- 
gested in earlier articles in this BULLETIN,” then the concentration 
would be flexible and also enable maximum economies of manu- 
facture to be achieved. 

1 This, of course, raises the problem of taxation, especially E.P.T., but it js 


surely not beyond the powers of the Inland Revenue Department to solve it. 
3 See Balogh and Burchardt, BuLLETIN Vol. 3, No. 4, p. 68. 
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CONCLUSION 

We may summarise the shortcomings of the scheme as it has 
developed so far : 

1. The voluntary system is weighted against the small business. 

2. Where the voluntary method has done the job, the resultant 
structure of the industry has become more inflexible. 

3. Maximum efficiency cannot be a criterion of the ‘nucleus’ mills 
as determined by voluntary arrangements. 

4. Where compulsion has been applied, there is injustice between 
nucleus and closed firms. 

. The lack of compensation, or devices to share the burden, is 
likely to have an undesirable effect on morale, and also it 
rules out the possibility of maximum efficiency. 

As has already been indicated, in the case of cotton spinning 
profit sharing and technical pooling can still be applied with 
advantage, although any prolonged delay will make the task more 
difficult as more and more closed mills are bought up by running 
concerns. In particular the lack of pooling seems to be causing 
difficulty at present owing to an ‘over-concentration’ of the industry. 
In cases such as hosiery where the voluntary system has worked, 
pooling is more difficult; whether it should, nevertheless, be intro- 
duced depends on the expectation of a further reduction or possible 
increase in output. 

It is impossible to devise a general plan to cover all industries, 
since each raises its own special problems, and there should be 
elasticity in any comprehensive scheme. For example, concentra- 
tion of the retail trade, which is discussed in a Diary note of this 
issue, might best be achieved by some compromise between full 
pooling and the voluntary method.t Here we must simply conclude 
that, on balance, the voluntary system has not fulfilled the claims 
made for it, and that other methods, dealing with industries as a 
whole and not as a collection of individual units, should be tried. 
In particular compensation, or at any rate the spreading of losses 
over a whole industry, is an integral part of any satisfactory solution. 


G. D. N. Worswicx. 


LIVERPOOL FAMILY BUDGETS 
DECEMBER 1939 AND MARCH 1940 


In December 1939 and March 1940, the Department of Econom- 
ics of Liverpool University collected family budgets showing the 
outlay on food a¥id rent.? Each time, the accounts were kept by the 


1 See also my article ‘Rational Retailing in War-time,’ Vol. 3, No. 13. 
* Part of the expense of the inquiry was borne by the National Institute of 
Economic and Social Research. 
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families for one week.1 The material has been utilized by the 
Department for preliminary memoranda on changes in retail prices 
and outlay on specific foods, prepared by Dr. C. D. Campbell, Dr. 
E. F, Hyde, and Mr. K. White, and Professor G. C. Allen has kindly 
lent it to us for further analysis. 

Only 38 of the budgets came from the same families at the two 
dates, and, as the whole sample is very small, only these were suitable 
for comparing consumption and nutritional intake in December 
1939 and March 1940. The budgets, although supplied by working- 
class families, cannot be regarded as typical for working-class 
expenditure on food. They show the outlay of families with rather 
high incomes per head, having few children of school age and under. 
The structure of the families in March 1940, and their weekly outlay 
on food per ‘man’ in December and March are given in Table I, 
and compared with the corresponding figures derived from the 
budgets of industrial workers which were collected by the Ministry 
of Labour in 1937-8. 


TABLE I 
AVERAGE STRUCTURE AND Foop EXPENDITURE OF FAMILIES 
Liverpool Families 
With Adults Total Industrial 
Children only Families 
(14 families) (18 families) (38 families)* 1937-8 
Adult Males ees sei bie) 1-2 Ohi 1°4 
Adult Females... se 12 2-5 1-8 1*4 
Children 14 years and under 1-4 ot 0-5 1:0 
Total Number of Persons 3°6 3°8 34 3°8 
‘Man’ value per person Fy: 0°78 0-89 0-86 0-82 


Outlay on Food Dec. 1939 15s. g?d.{ 14s. 4}d.$ 14s. gd.t 12s. 34d.§ 
per ‘Man’ per week Mar. 1940 15s. 9d. 15s. 14d. 15s. 13d. — ras. 5$d.§ 

* Including six young couples. t Baby since December. { Excluding food 
purchased for consumption at a future date. § Corrected for the rise in the price of 
food from 1937-8 to December 1939, and March 1940, respectively. 


The lowest average outlay on food was that of six young couples, 
which in March 1940 spent 12s. 8}d. per ‘man’ per week.? Thus 
their outlay corresponded closely to the average outlay of the 
industrial families which supplied budgets in 1937-8, when this has 
been adjusted for changes in the cost of food from 1937-8 to 1939-40. 
As, however, the group is very small, it is, considered by itself, of no 
statistical significance. ; 

To compare directly the purchases of food made during the sample 
weeks in December 1939 and March 1940, would result in a some- 
what distorted picture of changes in consumption, as some of the 
foods bought in December were not for immediate use but for con- 


1 Beginning on December gth, 1939, and March 16th, 1940. 
2 In December 1939, their outlay was 13s. 2d. 
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sumption at Christmas or, in general, for storage, in anticipation of 
the introduction of rationing in January 1940. But apparently only - 
the families with children spent for this purpose a significant pro- 

portion of their total outlay on food—about 5 per cent. As to the 

young couples, food not purchased for immediate consumption 

absorbed less than 2 per cent., while the other families consisting of 

adults only spent on it as little as 4 per cent. For all the families 

taken together expenditure on food for consumption at some future 

date amounted to slightly over 2 per cent. of their total expenditure 

on food.} 

In December as well as in March, the expenditure on food of the 
majority of the families—28 out of 38, consisting of 102 persons in 
December, and of 99 persons in March—was between 1os. and 18s. 
per ‘man’ per week. At both dates, only one family of three persons 
—but not the same one—spent on food less than this. The highest 
expenditure each time was that of a household consisting of two 
women, whose outlay on food in December was 25s. 34d. per ‘man’ 
per week, and in March 28s. 43d. (21s. 6d. and 24s. 13d. per person) 
although they took all their meals at home. 

Table II compares the consumption of food per ‘man’ per week 
of the Liverpool families with that of the industrial families in 
1937-8. It also gives for the several food groups the average prices 
paid per unit by the 38 Liverpool families in December 1939, and 
March 1940, and, where possible, compares them with the corres- 
ponding average prices in December and March derived from the 
large sample of grocery shops which has been analysed by us in a 
previous article,? and also with the prices of foods which are pub- 
lished in the Ministry of Labour Gazette. The last three columns of 
Table II show the relative outlay on specific foods, as compared 
with the total outlay on food. 

Table II brings out several interesting facts. First, it shows that 
the average consumption of the main first-class protein foods by 
the 38 Liverpool families was about as high after six and a half 
months of war as it had been on the average in 1937-8; consumption 
of milk was even considerably higher. The foods which were ra- 
tioned by March 16th, 1940, were sugar, bacon,® and butter (at 
. 12 0z., 8 oz., and 4 oz. respectively, per person per week), and 
butcher’s meat (at 1s. 10d. weekly per full ration). The rationing of 
butter is reflected in the decline in the consumption of butter from 
December to March, but 5-4 ounces per ‘man,’ as shown in Table 
II, still represent a consumption of 4:8 ounces per person, and 
although some of the Liverpool families bought less than their 
full ration in March, some others stated that they had obtained 
additional butter from people not taking their full ration. Con- 
sumption of sugar in March was limited to 12 oz. per person, as a 

1 Certain ass i i 
Bln nee et a to be made to arrive at these figures, but they 

? BULLETIN, Vol. 3, No. ro. * Some cuts were unrationed. 
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result of rationing, and, in consequence, the Liverpool families 
increased steeply their consumption of sweet spreads.t 

Secondly, the Table well illustrates the comparatively high stand- 

ard of living of the Liverpool families by comparing the average 
prices paid by these families for the several kinds of food with the 
average prices derived from our sample of grocery shops, catering 
for well over two million people, which latter prices are in most 
cases much lower. The somewhat surprising rise in the price of 
eggs from December to March in the grocery shops was due to the 
fact that in December a large proportion of the eggs sold were cheap 
imported eggs. Apart from this, however, price changes during 
those three months were negligible for the food groups of the grocery 
shops, while the prices of some of the corresponding items bought 
by the Liverpool families show a distinctly upward movement. It 
seems likely that as regards the grocery shops, some of the food 
groups declined in quality, and that the Liverpool families bought 
as far as possible the same qualities in March 1940 as in December 
1939- 
The total outlay on all fruit and vegetables, including dried and 
tinned fruit and vegetables, but excluding potatoes, was, per ‘man’ 
per week, for the Liverpool families, 1s. 7d. in December? and 
1s. 104d. in March. The corresponding figures based on the indus- 
trial budgets of 1937-8 would be ts. 13d. and Is. 2d., if we assume 
the increase in the cost of fruit and vegetables to have been pro- 
portionate to the general rise in the price of food from 1937-8 to 
December 1939, and March 1940. The outlay on apples, oranges, 
and bananas was, for the Liverpool families, about 73d. per ‘man’ per 
week in December, and g3d. in March. Making allowance for the 
rise in the cost of food from 1937-8 to March 1940, we find that the 
corresponding outlay by the industrial families would have been 4d., 
on the basis of their consumption of these fruits in January and 
April 1938. The outlay on fresh vegetables, excluding potatoes, of 
the Liverpool families was 6d. per ‘man’ per week both in December 
1939 and March 1940, while the corresponding average expenditure 
of the industrial families, based on their consumption in January 
and April 1938, would have amounted to 43d. If, instead, we con- 
sider their consumption of fresh vegetables during all the seasons 
(October 1937 and January, April and July 1938), their outlay 
would have been slightly higher, amounting to nearly 53d. per 
‘man’ per week, at the prices ruling in March 1940. 

The total outlay on food of the Liverpool families rose from 
December 1939 to March 1940 by 2°5 per cent., while, according to 
the Ministry of Labour index, the increase in the total cost of food 
during this period amounted to 1-6 per cent. 

_The nutritional values obtained from the foods consumed by the 
Liverpool families are shown in Table III, together with the 

1 Jam, marmalade, honey, syrup, treacle. 
* Excluding dried fruit and nuts bought for Christmas. 
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nutritional values of the average diet represented by the industrial 
budgets in 1937-8, and those of a scientifically balanced diét as 
suggested by the British Medical Association. In calculating the 
values of the Liverpool budgets, meals taken away from home have 
been counted only if the outlay on them was given in the budget. 
The larger amount of animal protein obtained by the. Liverpool 
families, as compared with the industrial families in 1937-8, is due 
to a larger average consumption of fish, milk, meals away from home, 
etc., by these families. 


TABLE III 
NuTRITIONAL INTAKE PER ‘MAN’ PER Day 
Industrial 
38 Liverpool Budgets* Budgets B.M.A. 

; _Dec., 1940 Mar. 1940 1937-8 Diet 
Calories See Sot 3790T 3790 3700 3400 - 
Protein, total (ounces) 4°1T 4°2 3°8 3°5 
of this’: 
Animal Protein (ounces) 23 23 I°9 175 


* Excluding meals taken away from home, unless outlay on them was given in 
the budget. 

t Excluding dried fruit and nuts bought for Christmas. 

The cheapest supply of calories is that obtained from bread, 
flour and potatoes. The percentages of total calories derived 
from these foods by the 38 Liverpool families -in December 1939, 
and March 1940, and by the industrial families in 1937-8, are 
compared in Table IV. Here, again, the relatively high standard of 
living of the Liverpool families becomes clearly visible. 


TABLE IV © 
CALORIES DERIVED FROM BREAD, FLOUR AND POTATOES 
Bread Flour Potatoes 
(Calories expressed as percentage of total calorific intake) 
Liverpool, Dec. 1939 ... a 17°9% 58% 4°3% 
do, March 1940 ... se 18-7% 66% 50% 


Industrial families, 1937-8... 20°2% 90% 56% 


The average expenditure on rent or purchase of dwelling, ground 
rent, rates, and water charges of the Liverpool families, and that of 
the industrial families in 1938-9, are given in Table V. 


TABLE V 
AVERAGE OUTLAY ON RENT : 
38 Liverpool Families . Industrial 
December March - Families 
1939 1940 1937-8* 
Rent etc. per Family ... i 16s. 7d. 16s. 6d. * tos. 114d. 
do. per ‘Man’ Bes AS 5s. 6d. 5s. 83d. gs. 64d. 


Outlay on Rent as Percentage of : 
Total Outlay on Rent and Food 27% 27% % 22% 
* Corrected for rise in the cost of rent from 1937-8 to March 1940. ’ 
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It would be of considerable interest if budgets could be obtained 
from the same.families showing their expenditure on food at later 
dates, as thus some information would be gained as to the effects of 
the extension of rationing on the consumption of foods of working- 
class families with relatively high incomes. 

T. ScHuLz. 


A MARKET RESEARCH METHOD AND ITS 
APPLICATION TO WAR-TIME PROBLEMS 


The purpose of the Nielsen method! is to estimate the national 
sales, purchases and stock figures of retailers’ commodities for the 
exclusive guidance of the manufacturers of those commodities. 
Any goods, for which the demand is fairly evenly spread from a 
geographical point of view, which can be graded as to quality, and 
classed as a necessity or a ‘semi-luxury,’ come, theoretically, 
within the sphere of the Nielsen Index. In present practice, the 
method is applied, in the United Kingdom, to a number of com- 
modities sold by chemists and grocers. 

During the war, the method can be used to show the effects of, for 
example, limitation of supplies, and can give useful information for 
planning the distribution of retailers’ goods and for the rationaliza- 
tion of retail trade and the industries producing the goods. The 
purpose of this article is to point, after a sumimary of the method 
itself, to some phenomena observable in retail trade statistics which 
are of interest in this connection. eH 


THE METHOD OF CALCULATION 


__ The field of research is a permanent sample of shops, stratified 
for greater accuracy by area, city size, and volume of turnover. 
The initial figure on which all national figures are based is an 
estimate of the total turnover of grocers and chemists for the year 
1938. This initial survey was made in 1939 in a very large section 
of all chemist and grocery shops. : 
The total number of chemists during that year was, according to 
our estimates, 17,571, including independent chemists, drug stores, 
multiple chemists and co-operative chemists, but not including 
those Co-operative retail shops which sell chemists’ lines besides 
other commodities. The total number of grocers amounted to. 
106,293, a grocer being defined as ‘any shop, whether multiple or 
independent, making fifty per cent. or more of its turnover in 
groceries.’ If the definition of ‘grocer’ had been stretched to include 
1 The market research method summarized below is that used by A. C. Nielsen 
Company, Limited ; my thanks are due to the Company, and in particular to its 


erga 2 Director, for permission to use the figures which provided material for 
this article. 
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those shops which made most of their turnover in other lines, as 
well as Co-operative and department stores, the total number of 
outlets would reach 205,642. 

From the turnover data obtained in this survey an estimate was 
made of the total national turnover volume of the grocery and of the 
chemist trade, by calculating the average turnover per shop in each 
stratum, multiplying the average by the total number of shops in 
that stratum, and adding the estimates to obtain the United King- 
dom figure. The most detailed breakdown was used, by dividing 
the data from areas first into city sizes, and then into turnover groups 
within each city size. 

The factor to be applied to the information from the permanent 
sample to obtain total market figures is calculated from the ratio of 
the annual turnover of sample shops (again by area, by city size and 
by turnover group) to the total national turnover. The calculation 
is made every two months. The total United Kingdom sales 
volume is revised each January so that factors are always based on a 
volume estimate for. the previous year. Otherwise, they remain 
unchanged, unless the sample has altered. All ‘expanding ’ is done 
separately for multiple and for independent stores in order to pre- 
serve a correct ‘weighting.’ 

The raw data for every product under observation are collected 
every two months by permanent field researchers from the 
1300 sample shops, which are paid for their willingness to allow 
auditing and are given special bi-monthly reports, comparing their 
trade with the average figures for similar shops. 

Sales data are obtained by calculating the difference between 
present and previous stocks for every shop and adding this stock- 
change figure to the purchase data. This is done for every brand 
separately, and the purchase and sales figures are adjusted for 60, 
59, 61 or 62 day periods. ; 

Sample tests are used to assure uniformity and accuracy of data. 
One of the niost satisfactory ones is to divide the sample shops into 
four or more random groups and make national estimates, both of 
turnover and of sales, on each of those ‘sub-samples.’ This test 
applied to the chemist sample showed the following results for the 
United Kingdom sales of a whole product :— 


Units of % Difference 
sales on Sample A 
A. Estimate from 100% of sample shops ... ... 12,518 (’000) — 
B. ” ” 59 a 2) ” tee --. 12,558 +0°3% 
Cc. > oe 250: ee es a Ode Bo UND —2°3% 
D 2” ? 13 99) 339) ” sisis se I 1,846 —5'4% 


The total market estimates did not alter to any appreciable 
degree even when the sample was reduced by as much as 41 per 
cent. However, precautions are taken to reduce the effect of sample 
variations by substituting new shops with trade characteristics? 


1 i.e. volume of turnover, volume of stocks, location, clientele. 
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similar to those of the shops which have been omitted. It need not be 
stressed that variations are inevitable in wartime, when sometimes 
as many as I°5 per cent. of sample shops are ‘blitzed’ from one 
observation period to another. 

The war has brought many violent changes in retail trade, but 
after more than a year of work on retail statistics, dependable 
solutions have been found for most of the difficulties which are at 
present likely to arise, and as long as commodities continue to be 
distributed through retailers the service can continue. 


Some CHANGES IN RETAIL TRADE 


According to our advance estimates for 1941 the gross value of 
grocery trade has increased by over 21 per cent. since 1938. To get 
the net change in volume of sales, the 1941 value would have to be 
deflated by the amount of increase in food prices, including the 
amount paid in purchase tax by grocers (though this latter figure 
cannot be very important). 


Grocers (excluding Co-ops and Department Stores) : 


Total value i. 
of Sales % F 1938 
(’000 omitted) value — 
1938 es = aoe .-» £391,048 100°0% 
1939 ee ay ae ne ae MILEY 106-1% 
1940 ais aS, tee .-- £440,150 112°6% 


Grocers. Weekly Average : 
5 1941 total value of sales, 
compared with weekly average % change 


for 1940 on average 

: (7000 omitted) 1940 value 

1940-41 Dec.-Jan. cai “ce £9,030 + 7:0% 
Feb.-March ... ese £8,980 + 64% 
April-May _... oo £95330 +10°5% 
June-July 6 56 £9,090 + 7°7% 
Aug-Sept.cm .<.apeuieess £8,864 + 5:0% 


The corresponding figures for the trend in the chemists’ trade have 
also to be deflated by the increase of prices (inclusive of purchase 
tax) to be comparable with figures for pre-war periods. 


Cuemists (excluding Co-op Chemists, Drug Stores and Department Stores) : 


Total value 
of Sales % of 1938 
(000 omitted) value 
1938 56. sss oe so Ler IO5 100:0 
1939 mee Race eee “so 06535273 104°1 
1940 Rs oe = «+ £59,450 116-2 


Cuemists. Weekly Average : 
1941 total value of sales, 
compared with average for % change on 
1940 (000 omitted) 1940 value 


1941 Jan.-Feb. ... ie ak 1,31 *39 
March-April ed as me oer : se 
May-June = ste £1,451 +27°3% 


July-Aug. we a £1,489 +30°6% 
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Contrary to expectation, the distribution of sales between Multiple 
and Independent shops has not been affected by the shortage of 
supplies. The percentage of turnover of Multiples as against the 
turnover of Independents has not varied by more than 1-8 per cent. 
in the case of grocers and 2:3 per cent. in the case of chemists ; 
furthermore these variations do not show a trend. 


Division or Tota SALEs BETWEEN MULTIPLE AND INDEPENDENT GROCERS : 
Independents Multiples 


1940 June-July ae one 67°5% 32°5% 
Aug.-Sept. ... 306 67:6% 32°4% 
Oct.-Nov. se aa 68-7% 31°3% 

1940-41 Dec.-Jan. mt Bs 68-0% 32°0% 

1941 Feb.-March ... ae 68-5% 315% 
April-May... ree 67°7% 32-407 
June-July 302 Sat 68-9% 31-1% 
Aug.-Sept.—... as 69:3. % 30°7% 


Drviston oF ToTAL SALEs BETWEEN MULTIPLE AND INDEPENDENT, CHEMISTS : 
Independents Multiples 


1940 July-Aug. e. ee 63°4% 36:6% 
Sept.-Oct. a A06 64°1% 35°9% 
Nov.-Dec. — si 61-8% 38:2% 

1941 Jan.-Feb. tee wos 62°3% 37°7% 
March-April ... ae 62°3% 37°7% 
May-June... sed 62-1% 37°9% 
July-Aug. oes sie 63:°1% 36-90% 


Commodity figures reflect in a dramatic way the effect of war 
conditions. Take the switching over of the market for commodities 
used exclusively by housewives from cities of over 100,000 inhabit- 
ants to smaller towns and rural districts from the beginning of the 
‘blitz’ till the period of lull beginning in June. 

The figures are based on the sales of a household necessity :— 


SaLEs OF Propucr ‘X? : 
PERCENTAGE OF TOTAL SALES 


Large towns Small towns INDEX OF 

(over 100,000 and rural TOTAL 
inhabitants) districts SALES 
1940 June-July aes oe 44°9 55'1 100°0 
Aug.-Sept. ae os 39°5 60°5 100°5 
Oct.-Nov. ease Masa 37°8 62:2 95°0 
Dec.-Jan. 1941... Ant 35°9 64-1 81-7 
1941 Feb.-March ... aot 33°4 66-6 87-8 
April-May <3 ed Bs3°7 66-3 gI'5 
June-July — wa 35°3 64°7 104°9 


The effects of the paper-saving campaign during the last six months 
can be scen on the following figures for a product :— 


Srocxs oF Propuct ‘Y’: 
PERCENTAGE OF TOTAL STOCKS 


Stocks with Stocks without INDEX OF 
paper wrapping paper wrapping TOTAL STOCKS 
1941 Feb.-March ... we 51-1 ‘9 100-0 
April-May aie wae 46-2 53°8 106-8 
June-July |... ont 30°4 69°6 80-7 


Aug.-Sept. oe ae, 23°7 76-3 796 
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Another aspect of war-time retailing which can be detected in the 
figures collected during the last year is the increase in regard to 
a particular commodity within the scope of the Limitation of 
Supplies Order of supplies evading the Order. The loss of import- 
ance of the major brands would not be significant in itself, if it had 
not coincided with a rapid growth of sales :— 


PERCENTAGE OF TOTAL SALES 


Sales of the . Sales of all INDEX OF 
Major Brands Other Brands = TOTAL SALES 
1940 July-August... aes 60-1 39°9 100°0 
Sept.-Oct. ae < 54°8 45°2 110°7 
Nov.-Dec. on ee 52°6 47°4 123°0 
1941 Jan.-Feb. ses ben 48°3 51-7 100°7 
March-April .~.. ete 39°9 60-1 132°3 
May-June ae nee 27°2 72°8 155°0 
July-August... he 26°9 7371 149°6 


The sales of the product increased steadily in spite of the quota, 
till they reached in July-August a level 49-6 per cent. above that of 
the corresponding period last year. 

Now that the precedent of a ‘global ration’ has been established , 
it is likely that an increasing number of commodities, especially of 
the grocery type, will be subjected to a complete control of dis- 
tribution. 

‘It is to be hoped that the net will be cast very wide, for the 
problems of distributing unrationed foods, which include a deterior- 
ation in their quality, profiteering and hoarding, must become more 
acute as fewer foods remain outside the ration.” 

The tables in this article show clearly that effective control of 
distribution is only possible with full knowledge of the trend of 
sales. 

Z. M. PRZEWORSKA. 


DIARY 
FINANCE 


The position in the Budget deficit financing in the last months 
is shown by the Table below :? 

The considerable increase in Other Items both in the September- 
October average and in August is understood to be due to the fact 
that they include instalments of the Reconstruction Finance Loan 
of $425 million. Thus Other Items should really be considered 
jointly with Tap Bills +- Ways and Means Advances. The respec- 
tive changes are: £77 million in June-July average, £78 million 


* Economist, June 14th, 1941. 


_? The official figures are published at four and five weeks’ intervals : the figures - 
given in the table are reduced roughly to the monthly basis. 
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GovERNMENT Borrow!nc (-+) oR June Sept. 
REPAYMENT (—) £Mn. July Av. August Oct. Ao. 
Tap Bills + Ways and Means Advances yD + 55 + 33 
Tender Bills Ae ass see ye Sore Sa, 0) + 9 + 3 
Treasury Deposit Receipts sc <3? ee Oo = 2a + 81 
Floating Debt ae III + 62 + 117 
+ 80 


National Savings Certificates + 3% Defence 


2% National War Bonds + 3% Saving Bonds... + 95 + 122 
nds ... =% 
Other Items ob 


Total Borrowing or Repayment ... Spx os = 242 + 226 + 250 


CHANGES IN CLEARING BANKs 
LIABILITIES AND Assets £ Mn. 


Deposits net of Balances with other Banks, etc.... -++ 83 ai eos 
Cash Basis 550 236 aes Sas pens 7 + 10 + 6 
Bills and Call Money + 56 —- 8 —- 2 
Treasury Deposit Receipts + 3 =) 38 + 63 
Investments aa set sp ey} ae OR + 25 
Advances — 10 <= 15 —- 7 


in August and £60 million in September-October average. These 
increases are much more stable than the increase in Tap Bills + 
Ways and Means Advances taken by itself. They include, besides 
borrowing from various imsurance funds, Savings Banks and Bank 
of England, funds made available by the current adverse balance of 
payments as far as it is not covered by the calling up of Dominion 
and U.S.A. securities, and the absorption of tender bills by Domin- 
ion Central Banks and Lease and Lend purchases for Government 
use. 

The Lease and Lend purchases deserve particular attention. 
These made for Government use are excluded from Budget Accounts 
and thus appear neither in Government Expenditure nor in Govern- 
ment Borrowing. But Lease and Lend purchases for ‘civilian’ use 
lead, after the goods have been sold to the public, to an accumula- 
tion of extra-budgetary funds which are lent to the Government. 
This accumulation is reflected in the increases in Tap Bills + Ways 
and Means Advances -+ Other Items considered above. 

The increase in Tender Bills has practically ceased because the 
weekly tender of £75 million is approximately equal to maturities. 
Hence more is again borrowed in the way of Treasury Deposit 
Receipts. (That this did not happen in August was due to exception- 
ally high sales of 2} per cent. National War Bonds.) 

The sales of 2} per cent. National War Bonds and 3 per cent. 
Saving Bonds were lower in the September-October period than 
in June, July and August, when they were particularly heavy. (In 
June and July in anticipation of replacement of these issues by others 
with less favourable terms ; in August owing to the rush to purchase 
21 per cent. National War Bonds 1946-8 in the final days of their 
tap issue.) In September when only 3 per cent. Saving Bonds were 
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available the sales were ata much lower level still (£33 million), but 
in October when the new tap issue of 2} per cent. National War 
Bonds 1949-51 was opened there was a strong increase. 

This new issue is repayable later than the old 2} per cent. 
National War Bonds and thus shows a certain worsening of terms as 
was anticipated by the market. 


IncREASING NoTE CrrCULATION 

The note circulation has continued to rise and was at the end of 
October about 15 per cent. higher than in January. As may be seen 
from the figures of the Bank of England Statistical Summary, this 
rise was entirely in the circulation outside Banks. Its chief reason is 
certainly the rise in the wage bill. Wage-rates increased between 
Januafy and October by 5 per cent. and there was also a rise in 
employment by a few per cent. The expanding volume of trans- 
actions was also reflected in the increase in current accounts by 
about 18 per cent. between January and October. 

In the light of these figures there seems to be nothing peculiar 
in the rapid rise of note circulation and special factors given some- 
times as its source—such as the extensive use of notes by black 
markets—are probably of-minor importance. It is interesting to 
consider, however, where notes really accumulate. Since the value 
of retail sales has been more or less stationary during this year it is 
unlikely that note holdings in retail shops have increased. We are 
therefore left with the conclusion that the rise was chiefly in note 
balances of enterprises paying wages and in private holdings of 
wage earners. It is obvious that the latter factor is much more 
important than the former, and thus the chief part of the rise in 
note circulation is probably accounted for by the increased cash 
balances of the workers. Here, however, the problem arises : Why 
did they hold more cash if spending was stationary ? It must, how- 
ever, be kept in mind that the worker does not necessarily turn over 
his cash balance more quickly when he buys Saving Certificates 
than when he spends for consumption. And at present a special 
factor works in this direction : owing to shortages of goods actual 
spending is smaller than ‘potential’ spending so that workers’ 
savings are to a great extent unintended. 


RETAIL TRADE AND LICENSING 


The accompanying Table shows the trend of retail sales in Great 
Britain in the last year, after seasonal fluctuations have been 
removed. 

During 1941 there has been a slight but steady decline in sales of 
both food and other merchandise. The Ministry of Labour cost of 
food index has remained more or less stationary throughout the 

* The method of calculation was outlined in Buttetin, Vol. 3, No. 10, p. 108. 
The indices have been re-calculated and the indices in the original table for sales 


of household goods in Great Britain, and for London and West End, total sales 
should all be raised by 2 points. , 
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QuarTerty INpices or RETAIL SALES AFTER REMOVAL OF SEASONAL 


FLUCTUATIONS. 
(Av. 1938 = 100.) 
Sales of Food and Other Merchandise in Total Sales by 
Great Britain Regions 
1940 1941 1940 194! 
Quarters 4 I 2 3 4 I 2 3 
Total + 103 107 105 103 Scotland soy PT VCP THEE FOE 
Food ... +» 102 109 106 105 North East ... 118 115 114 118 
Other Mer- North West LISP TZN Ligne 14, 
chandise ... 100 105 104 102 Midlands and 

S. Wales 118 119 118 119 

of which : S. of England 114 121 116 108 


Lond. C. & W.E.* 59 69 68 72 
Apparel +++ 107 11% 107 100 Londonsuburbs 81 93 95 98 
Household goods 83 82 84 g2 Great Britain 103 107 105 103 


* C. & W.E. : Central and West End. 


year, but prices of other goods, especially clothing, have continued 
to rise and the fall in the volume of goods sold is correspondingly 
greater. 

The downward trend in volume of non-food turnover emphasizes 
the urgency of measures to ‘concentrate’ the retail trade in these 
goods. The Board of Trade’s Retail Trade Committee Interim 
Report is now published and its principal recommendations have 
been accepted by the Government. As a war-time measure, traders 
in a wide variety of goods will, from January Ist, 1941, not be 
allowed, without a licence, to start new retail businesses or sell new 
categories of goods or services not dealt in the basic period between 
December Ist, 1940, and October 23rd, 1941. Applications for 
licences from traders who have lost a shop due to enemy action, 
defence needs or requisitioning and also for amalgamation of 
businesses in the same area, will receive favourable treatment. 
In general, licences, which are to be issued by the Local Price 
Regulation Committees, will only be given for goods and services 
‘reasonably required for essential public needs.’ 

Sir Andrew Duncan stated in reply to a question in the House of 
Commons that he could not say when the full report of the commit- 
tee will be completed, and we must therefore consider what will be 
the consequences of the interim measures. 

The licensing of shops, and the decision to grant new licences 
only where, owing to evacuation, there has been a substantial 
increase of population, new shops are ‘reasonably required,’ are 
desirable measures. In particular the promised favourable treat- 
ment for amalgamations makes possible, and may encourage, the 
‘pairing’ of shops suggested in September in the BULLETIN. On the 
other hand, the prohition of traders from selling new lines of goods 
will strike hardest the small shops which, in general, sell a much 
smaller variety of goods than, for example, department stores. 

1 In the case of amalgamation the ‘joint’ shop will be able to sell all the lines of 
both the original shops. 
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They will be prevented from trying to make ends meet by adding to 
their lines in order to make good the reduced turnover in their 
existing business. They can, of course, save themselves by amalga- 
mating with another small shop and so extending the joint variety of 
goods sold. 

Such merging should, however, not be regarded in a negative 
fashion and merely ‘permitted,’ but should be stimulated in a 
positive way, in order to release labour and to reduce costs of 
distribution. Under the existing measures, amalgamation is likely 
to occur only slowly and painfully as a last resort of desperate 
shopkeepers. In view of the urgency of the demand for labour, and 
the need to keep costs down, on the one hand, and the fact that 
small shopkeepers are already very hard hit, it is to be hoped that 
the Government will adopt a more positive attitude, both to 
secure fairness of treatment between small and large shops, and 
to achieve optimal concentration as soon as possible. 


More Foop RATIONING 


Step by step and with general public approval rationing is being 
extended. Details of rationing schemes have been subjected to 
criticism but in matters of rationing policy the public has moved 
ahead of the Ministries ; in particular the Ministry of Food has been 
asked frequently to speed up and to extend the scope of food ration- 
ing. It has been estimated that the existing rationing schemes for 
food do not cover more than £500 million out of an estimated total 
of about £1,500 million a year. The new rationing scheme for 
tinned protein foods which will come into force on December 
: at ey bring somewhat less than £100 million into the rationing 

eld. 

This latest extension represents an interesting experiment which 
ought to be rapidly extended to other foods if it proves successful 
in this case. It is another example of group rationing, leaving the 
consumer a choice between various products within the group, and 
applies for the first time the technique of point rationing to food. 
The method of equating different products under a point system has 
been combined in this case with free choice between various shops. 
No registration with a retailer (or for the retailer with a whole- 
saler) is required and the Ministry believe that this will bring 
back to the trade both courtesy and the competitive spirit. 

Theoretically the greater flexibility of the new scheme should 
have many advantages over the more rigid forms of specific rationing 
and registration ; in practice the experiment will need careful 
watching. The ordinary customer dislikes being tied to a shop while 
the shopkeeper sees natural advantages in tying his registered 
customer for all goods and may be tempted to discriminate in the 
allocation of unrationed goods against the ‘floating’ customer 
buying rationed goods elsewhere. Secondly, the average value of 
16 points per head per month may be put at about gs., with a range 
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between 2s. 2d. (for beans) and about 5s. for expensive fish and 
meat. Whether poor familics of 4 to 5 persons will be able to spend 
about three shillings a week on these goods is doubtful and measures 
should be taken, if necessary, to prevent the development of a 
‘black market.’ The provision that retailers must not accept ‘loose 
coupons’ is a certain safeguard against large scale dealings in surplus 
coupons, but individual transfers to shopkeepers or better off people 
remain possible on a considerable scale and may be even facilitated 
by the absence of registration. Practices of this kind are difficult to 
discover and more difficult to control. 

The fact that tinned protein foods aré largely supplied from 
abroad (which makes it easier to control supply) and, in standard- 
ized qualities, facilitated the introduction of the point rationing 
scheme in this field. Where the supply is partly home-produced 
and partly foreign produced, or the products are less standardized 
(fruit and vegetable tins) and consumption habits differ more widely 
(cake, chocolate and sweets), a combined scheme of point or value 
rationing plus subsidies to the poor by way of governmental buying 
of surplus coupons may be a pre-condition for wider rationing. 


BANK CONTROL IN AUSTRALIA 


To implement the new Budget the Australian Government has 
introduced a control of the banking system which is based on 
licensing of trade banks. The licensed banks are required to 
publish accounts and give details as requested by the Treasury and 
to submit to investigation by the Auditor-General. They are also 
required to keep a deposit with the Commonwealth Bank, the 
amount of which is to be determined by the Treasury in con- 
sultation with the Commonwealth Bank. It appears that this 
deposit is to be held against a very low rate of interest which will 
cover only management expenses. This deposit with the Common- 
wealth Bank is designed to absorb any increase in current deposits of 
trade banks which may take place, so as to prevent a further increase 
in trade banks’ investment and advances ; but it is also intended to 
absorb all (or some of) the current deposits which the trade banks 
have acquired since the beginning of the war (about £40 
millions). The investments which the trade banks would have to 
release in this case would have to be taken up by other investors 
(e.g. companies), whose investible funds are increasing as a result 
of the war expenditure. 

-As a measure against inflation the control is of doubtful value 
(it may lead to cutting down of advances to unessential industries, 
but this could be achieved better by raw material controls). Its 
aim is rather to restrict trading banks’ investments, and profits to 
the peace-time level, and to enable the Treasury to borrow the 
excess deposits (above peace-time level), via the Commonwealth 
Bank, at a very low rate of interest (lower than the rate on Treas- 
ury Bills). The advantage of the control seems then to be the 
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saving in interest which is represented by the difference between the 
cate at which the Treasury could borrow the funds from the Common- 
wealth Bank, and the minimum to which the rate on Treasury 
Bills could be lowered by appropriate banking policy. This 
is not a substantial gain. Any securities issued will have to 
be taken up by companies and individuals, if the banks’ in- 
vestments are fixed. A large part of the Treasury borrowing 
will apparently come directly from the Commonwealth Bank ; 
this borrowing will simply increase the current deposits with 
the trade banks, and their deposit with the Commonwealth Bank 
pari passu. The direct borrowing from the Commonwealth Bank 
will probably be effected at very low interest, as compared with the 
long term rate. ; 

It is important, however, to note that the saving in interest 
achieved by the above procedure is limited by the rise in current 
deposits ; as a matter of fact, current deposits of trade banks ceased 
to.rise in the first half of this year. They may start to rise again with 
increasing war effort, but there is a limit to their increase which will 
be reached with the maximum war effort. The amount which could 
be borrowed at a negligible rate of interest from the banking system 
will thus be very limited. It would be much more important to 
bring the short term rates of interest down, and substitute short 
term borrowing (e.g. Treasury Bills) for long term loans, a policy 
which, incidentally, would also reduce trade banks’ profits. 

It would be just as wrong to describe the bank control outlined 
_ above as an effective check to inflation as it is to decry the direct 
borrowing from the Commonwealth Bank as inflationary. In fact, 
the form of borrowing makes no difference to the inflationary char- 
acter of a budget deficit. The present budget shows a deficit of 
£A138 million as compared with the deficit of £A122 millions in the 
Fadden Budget ; it therefore involves as much, but hardly much 
more, inflationary danger as the latter would have involved. 


Wace NEGOTIATIONS 


The results of the present wage negotiations will be important 
as showing how the principles enunciated in the Government 
White Paper on Price Stabilization and Industrial Policy are going 
to be applied in practice. Engineering employers have rejected the 
claims of the unions for increases in the basic wage rates on the 
grounds of the Government’s statement and the claims will now 
come before the National Arbitration Tribunal. Women workers in 
engineering have been granted increases of 3s. to 5s. a week in 
response to the unions’ demand for gs. The Arbitration Tribunal 
has refused an increase for boys and youths. Average wage rates for 
engineers increased between August 1939 and Oct. 1941 as follows :1 
Fitters, 13 per cent. ; Labourers, 17 per cent. ; Shipbuilders, 


1 Professor Bowley’s index, London and Cambridge Economic Service. 


. BULLETIN AND DIARY 381 


1g per cent. Earnings increased by very considerably more, be- 
cause of overtime. (Sec BULLETIN Vol. 2, Nos. 11 to 15.) 

One of the difficulties here is that workers in shipyards, who are 
tied by the Essential Works Order, receive less than others doing 
similar work in building construction, ,which has apparently 
caused some ill feeling. Differences of this kind might be dealt with 
separately from the general demand for increased wages. In 
connection with women’s wages, there is also the problem of 
attracting sufficient women into the enginecring industry. Another 
claim is being made, by the National Union of Railwaymen, for a 
minimum wage of £3 for all railway workers. : 

The White Paper does not, it may be noted, lay down very clear 
principles of policy. The gencral intention is evidently to stabilize 
wages and prices. Increases in wages ‘should be achieved as far as 
possible (it states) by improvement in the efficiency of production.’ 
There may, also, be proper grounds for adjustment ‘among com- 
paratively low-paid grades,’ or ‘owing to changes in the form, 
method or volume of production,’ which is a sufficiently vaguc 
statement. 

The remarks about low-paid workers would appear to include 
agricultural labourers and the Central Agricultural Wages Board 
have now decided to raise their national minimum wage from 48s. 
to £3 a week. This decision had been postponed in August, until 
after the harvest, and recently several of the County Committees 
had independently granted the Union’s demand for £3 minimum. 
The Times, commenting on the position before the Board’s final 
decision, said that the farmers ‘feel that their task of getting the 
maximum output of food from the land would be cased if their men 
were given more gencrous recognition and the minimum wage 
raised to a round figure of £3 a week.’ 


AMERICAN INTERESTS IN BRITISH CINEMAS 


In July of this year Warner Brothers acquired 25 per cent. of 
shares in Associated British Picture Corporation from the estate of 
the late Mr. John Maxwell, the founder of A.B.C. Associated 
British is the biggest cinema owning circuit in this country. In 
October, General Film Distributors (a British firm) purchased 28 
per cent. of the shares and 51 per cent. of the votes in Metropolis 
and Bradford Trust from the brothers Ostrer; the founders of Gau- 
mont British. Gaumont is the second biggest circuit in Britain and 
Metropolis and Bradford Trust hold 58 per cent. in this firm. By 
these two transactions the proccss of vertical combination, which 
has gone on in the British Cinema Trade for some time, and is 
partly characterized by the linking up of it with the American Film 
Industry, has developed still further. The latter evolution is bound 
to continue for two reasons. 

One incentive to American producers will be provided by the 
relative importance of the British Cinema Market for the American 
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Industry. This industry was built up for the world market, took 
40 per cent. of its total revenue from abroad in 1932, but only 3o 
per cent. in 1938 and 12 per cent. (estimate) in 1941. Its foreign 
business is now almost wholly confined to Latin America and the 
British Empire, with Great Britain as the main purchaser. Already 
Warner Brothers own 25 per cent. of Associated British, 
Fox and Metro (partly through Metropolis and Bradford Trust), 
49 per cent. of Gaumont British and United Artists some part of 
Odeon circuits. These three firms again own 25-30 per cent. of 
British cinemas with about 40-50 per cent. of the seating capacity. 
But another incentive will probably lead to still further investments 
by American producers. It is the possession of relatively large ster- 
ling assets, blocked in this country. 

In 1938 about £45 million were taken by British cinemas, £34 
million for American films, and £26 million of this sum for the six 
leading American firms. About 30 per cent. of the takings went 
to the producers, i.c. £8 million or $37 million for the six leading 
firms which were transferred to U.S.A. in one year. The American 
Producers’ Organization has repeatedly pressed for the permission 
to transfer annually 50 per cent. of this sum to U.S.A. in dollars, 
but the British Treasury allowed only 35 per cent. (or $12-9 million) 
for 1939-40 and that again for 1940-41. Now it is announced that 
after all 50 per cent. (or $19,000,000) will be allowed for transfer 
from this country in the next year, and half of the accumulated 
stcrling assets of the last two years, but still considerable sums will 
remain. The takings of the cinemas have risen considerably, the 
proportion of exhibited American films has not, fallen, nor has 
their average rent. Although more pounds are now required to buy 
transfer dollars from the Treasury, we estimate the blocked residue 
in this country for the first three years of the war at £10 millions, 
which corresponds to the value of about one tenth of the total 
cinema investments in this country. The pressure coming from 
these accumulated investment seeking funds together with the 
difficulty of building up a British film industry in times of war, will 
most probably bring about a further increase of American owner- 
ship in the British cinema trade, making it also financially what it 
always was commercially, an annex to the American Film Empire. 


ERRATUM 


BuLLETIN, Vol. 3, No. 15, p. , line 14: ‘ 18 hours weekly ’ 
should read ‘ 8 hours phe ae . sali 


